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IS THE INFLATION 
DANGER PASSED? 


Mr. KRvuecer: A little more than a year ago, I tuned in on one 
of these University of Chicago RounD TaBLE broadcasts on which 
I thought that I heard you, Hart, say that, unless we got a tax bill 
very much larger than the one which we were then getting, there 
was going to be very serious inflation in this country. Did I hear 
correctly? 


Mr. Hart: You did hear right—yes. I was pretty worried about 
inflation then, and I must admit that things have not gone so badly 
since as I might have expected. But I do not think that we are out 
of the woods yet. I am still worried about inflation. 

While we are on the subject of who used to be worried and while 
we are raking over the old ashes, it seems to me that I remember 
Galbraith’s making a few remarks, at about the same date, upon 
how something had to be done about the inflationary gap. 


Mr. GarpraltH: I am still worried about inflation, but now, 
however, I am beginning to worry about deflation, I think, even a 
little more. 


Miss Rep: Experience, in these situations, is something that we 
ought to try to use as much as possible. When we look at the last 
war, we will see that there was a very decided inflation that followed 
the war itself and then, after that, a deflationary period. I feel that 
it is important that we should have policies to deal with both of 
those situations. 


Mr. Krvecer: Galbraith, you are an economist besides being an 
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editor, and you were in Washington at the center of things during 
a good part of this war period. Why hasn’t there been more inflation 
than there has been? 


Mr. GALBRAITH: I should say that three things have been re- 
sponsible. Savings have been high. The American people have shown 
themselves, during the war, to be great savers. The supply of con- 
sumer goods, through the war, has been phenomenally high. We are 
producing more consumers’ goods now than we produced in pre-war 
days. Further, price control and rationing have been more effective 
than most of us before the war suspected they would be. 


Mr. KRruEGER: Maybe before we get any deeper into that, we 
ought to check on how much inflation there has actually been. 


Miss Rerp: I am sure that if you asked people around the coun- 
try, you would get quite different answers. There are a great many 
families, for example, who feel that there has been a very great deal 
of inflation. 

The chief measure which we have of change in the prices of things 
that the consumers buy is the Bureau of Labor Statistics’ Cost of 
Living Index. It shows a price increase of about 25 per cent since 
January, 1941. However, that 25 per cent does not really apply to 
all families. It depends, of course, upon where the family lives. It 
depends a good deal also upon how much the family income is.* 


1 See the current and back issues of the Monthly Labor Review for the monthly 
report on the Bureau of Labor Statistics’ Cost-of-Living Index. Each issue con- 
tains a discussion of trends and a full account of the changes in the Index. 

Director of War Mobilization James F. Byrnes, in a speech on September 27 
(see footnote 2 on page 9), said that the cost of living had risen 25.3 per 
cent since January 1, 1941. He said that the net income of farmers in 1943 was 
81 per cent higher than in 1941 and that since January 1, 1941, the average week- 
ly earnings of wage-earners had increased 51.3 per cent and that the average 
hourly earnings had gone up 36.4 per cent. 


The University of Chicago ROUND TABLE. Published weekly. 10 cents a copy; full- 
year subscription, 52 issues, two dollars. Published by the University of Chicago, 
Chicago, Illinois. Entered as second-class matter January 3, 1939, at the post office 
at Chicago, Illinois, under the Act of March 3, 1879. 
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Mr. KRrvuEGER: You mean that in a low-income family, therefore, 
more money is spent on food than otherwise? 


Miss Rep: That is right. Food, for example, has gone up 45 per 
cent, and many people, I am sure, are most conscious of that fact. 


Mr. GALBRAITH: There are also quality changes that the index 
does not show, too, are there not? 


Miss Rep: Yes. And some of those quality changes are very, 
very important. A family, for example, with several small children 
probably has been very much aware of the quality deterioration on 
food. They also see themselves going back to the store much more 
frequently and buying a larger number of units of clothing, simply 
because the things they bought wore out much more quickly. 
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Mr. Krvuecer: [ also hear a great deal about quality deteriora- 
tion on children’s toys, about which Iam somewhat concerned now. 


There, the quality deterioration seems to have been very sub- 
stantial. 


Miss Ret: Undoubtedly that is true, but, after all, children can 
play with all kinds of things, and I do not feel that that is nearly so 
serious as the quality deterioration in shoes, for example. 


Mr. Hart: By the way, has the index been going up faster and 
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faster or slower and slower? That is part of the record we ought to 
spread out. 


Miss Rem: All the evidence that we have on these price con- 
trols, as they became established and the administrative procedures 
in connection with them became better, shows that the price in- 
creases did slow up very greatly, so that during the last year the » 
official indices register relatively little increase in price. Of course, 
that does not take into account the quality deterioration that has 
occurred in the materials coming into the market. 


Mr. GaLsRalItH: But it is true to say, is it not, that during the 
last year we have had relatively high stability, with the change in 
the order of 1 per cent in the index? 


Miss Rem: That is right. However, we have to realize that there 
are certain areas where inflation may have taken hold in spite of the 
price control. I am thinking here, for example, of the inflationary 
tendencies that are showing up in the price of land. 


Mr. Gatsraitu: I understand that you have just bought a farm. 
Is that true? 


Miss Rerp: No, that is not true, but I have some friends who 
have been talking about it; and I have heard plenty of the ex- 
periences from people I have contacted, and they are very much 
concerned about the inflationary aspects of the land value, largely 
because of the mortgage debt that becomes a very great burden 
once you have a decrease in price. 


Mr. KrvueEceEr: You mean that land prices are now beginning to 
show the rising effects of the higher farm food prices that have been 
prevailing? 


Miss Rem: The evidence that has come to me is of that kind. 


Mr. Garpraltu: I have not been out in Jowa for a good long 
while—a year or two. Tell me, are people worrying about it? Is there 
concern in the newspapers? Is it a matter of active discussion? 
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Miss Retp: Of course, some people like it. We have to remember 
that. And then there are some people who remember back into the 
period of the last war and are very much concerned about it. 


Mr. KrveceEr: Could we get back now to the question that Gal- 
braith started us off on? There has not been more inflation, he says, 
because production of consumers’ goods has been higher than was 
expected despite the big war program; because people have done 
pretty substantial saving; and because the price controls have 
worked better than economists expected. 

Hart, as one of the economists who did not expect the controls to 
work quite so well, are you going to let his statement stand that 
way? 


Mr. Hart: We had better be careful how we deny facts, and it 
is a fact that people have been saving on an unprecedented scale. 
Last year, savings amounted to about 263 per cent of the income 
people had left after taxes, whereas back in 1939 savings were about 
9, just short of 10, per cent. That is a very big bulge. 

On the other hand, I would hate to say that that simply showed 
that the American public was thrifty. It seems to me that to a con- 
siderable extent we have scared the American public into saving by 
fixing things so that they did not know when Johnny was going to 
go into the Army; they did not know when they might have to 
move; they did not know whether they would have jobs after the 
war, so that they might need something to protect themselves 
against unemployment. We have squeezed them into it. 


Mr. GarpraitTH: What I was calling a virtue, you are making 
into a necessity, in other words. 


Mr. KRUEGER: You are not quite giving all the credit, then, to 
the orders that have been issued by the War Production Board 
with regard to production or by the Office of Price Administration 
with regard to price ceilings? 


Mr. GALBRAITH: I was not giving credit to the orders either. I 
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was talking about the native virtues of the American people as 


Savers. 


Mr. Hart: I do not think that you can ignore those native 
virtues, either, but I am saying that we had a situation where 
people had a lot of extra pressures to save. I do not believe that we 
can be sure that they will feel the same way about saving a little 


later on. 


You have to say, too, that some of these controls have taken hold 
indirectly. The fact that we have gasoline rationing, for instance, 
and the fact that we have a housing shortage, with rent ceilings, has 
a good deal to do with people’s unwillingness to squander their 
money on various other things we might expect them to buy. 


Mr. Gatpraltu: Is it your contention that a person has to have 
gasoline in order to spend money? 


Mr. Hart: Well, it helps. 


Mr. KrvurEceER: You have to be able to get to where you can 
spend it. Are you recommending, then, Hart, that if there is still 
some danger of inflation, a good thing to do would be to keep gaso- 
line rationing on, so that people could not get to where they could 
_ spend their money? 


Mr. Hart: I would not exactly recommend it on that ground, 
but I would say that if we had a gasoline shortage continuing, our 
inflation problems might be somewhat mitigated. 


Mr. GALBRAITH: Anybody that recommends that should also 
have to administer it. 


Mr. KRvEGER: Galbraith, a few moments ago you were, it 
seemed to me, on the point of arguing that the danger of inflation 
has pretty much disappeared. Did you intend to take that position? 


Mr. GAtsraltH: There is still danger of inflation, but I do not 
think that we are going to have an inflation in the “grand” or Ger- 
man manner. But it is something that is still worthy worrying about. 


Mr. Kruecer: If the danger of inflation has subsided, why has 
it done so? Where do you see the deflationary tendencies coming in 
now? 


Mr. GacpraitH: The War Department has announced that after 
the end of the German war, they are going to cut war production 
back some 4o per cent. Mr. Byrnes suggests that four million men 
will lose their jobs and will have to find other jobs. The war ex- 
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penditures will drop from around seventy billion to perhaps thirty 
or forty billion. (I understand one now says, ‘“Thanks a billion”’ 
rather than ‘‘Thanks a million.” Is that right?)? 


2 James F. Byrnes, director of the Office of War Mobilization, declared in a 
speech on September 27, 1944, that, with the end of the war in Germany, he 
estimated that perhaps four million war workers would be separated from their 
present jobs. He asserted, however, that these figures were deceptive because 
part of these workers would be kept on by the plants in which they are now 
working as these plants are converted to peacetime work. He also added: 

‘“‘Rear-guard actions have been fought against the attacks of groups that are 
powerful while we are fighting a war, but, on the whole, the ‘line has been held’ 
and the Government should continue to hold it until the dangers of inflation 
are passed..... 

“Tf we do not preserve a stable economy, post-war deflation will ruin all our 
plans for post-war prosperity. .... 

‘When on V-E [Victory in Europe] Day the War Department reduces its re- 
quirements 40 per cent because thereafter there will be a war on only one front, 
it must then be determined whether there should be a corresponding reduction in 
the munitions of war we produce and through lend-lease furnish to our Allies. 
The seriousness of the problem is apparent when you realize that our lend-lease 
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‘ Well, with all those reductions, there is a good possibility that 
we will have some unemployment and some sagging prices, so that 
within a few months we will be worrying not about inflation but 
about depression. 


Mr. Krvuecer: And when you use the word “deflation,” then 
what you mean is sagging prices and unemployment? 


Mr. GALpraltuH: “Depression” is a good synonym—yes. 


Miss RED: Isn’t there some likelihood also that inflation dangers 
will be checked by larger supplies of civilian goods being released? 


Mr. GALBRAITH: It is true that out of four million men—if they 
are going to go to work at all—some of them are certainly going to 
work producing more civilian goods, and civilian goods production 
is already high. 


Miss Retp: Isn’t it also true that some of the basic materials that 
might move into war production may move, also, into the civilian 
market as the war orders are cut? Aren’t there certain cotton ma- 
terials and foods, for example, that might move in that direction 
and check any inflationary tendencies? 


Mr. GALBRAITH: I should certainly think so. I have seen figures 
that suggest that the war inventory of food is upward of four billion 
—not four million, but four billion—dollars’ worth of food. If that 
starts to become available, it certainly would seem to me to mean 
cheaper food prices. 


Mr. Hart: Somehow the notion that more people may be going 
to work making civilian goods does not sound to me like your defla- 


expenditures for all purposes for the first six months of this year amounted to 
$5,794,000,000. 

“The problem, however, involves not only dollars, but the extent to which we 
and our Allies should change from war production to civilian production and 
what our respective contributions to the war against Japan should be. This can 
be determined only by the heads of governments . . . .” (see the New York Times, 
September 28, 1944). 
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tion-unemployment problem. Isn’t the worry that is in the back of 
your mind whether we are not going to find that markets are inade- 
quate and that production capacity cannot be absorbed? 


Mr. GALBRAITH: Yes, that is part of the total picture. 


Mr. KRvuecer: But isn’t it also true that before those war cut- 
backs take the form of very substantial unemployment, we are go- 
ing to have workers losing their overtime and a lot of the excess 
hours that they have been putting in, and that only then will some 
pressure come on reducing basic wage rates and on employment 
itself? 


Mr. GALBRAITH: At the end of the war there will certainly be a 
reduction in double time and certainly a reduction, also, in over- 
time—penalty—time. However, most workers are expecting that, 
and certainly most workers are working harder now than they 
should as a matter of long-run civilized living. 


Mr. Hart: But you will notice, Galbraith, that you are saying 
that maybe this deflation problem is not so bad as you are making 
it out, because, if added to this cut in government purchases, there 
is going to be a big cut in the amount of work people want to do, 
that does not sound very much like an unemployment problem; that 
sounds like a mitigation. 


Mr. KRvEGER: If people stop working excess hours, because they 
do not want to work so hard now that the war is along toward the 
end, that is not going to make unemployment. But what Galbraith 
is suggesting is that the cutbacks in war production will be much 
greater than can be accounted for simply by releasing people from 
overtime and that you are actually going to have substantial num- 
bers of people in all the towns and cities where war factories are now 
going great guns laid off and those pay rolls disappearing. 


Mr. GaLsraltH: And possibly the people frightened about get- 
ting other jobs so that they hold onto their savings—the thing that 
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starts a downward spiral. Iam not predicting it, but Iam suggesting 
that we worry about it. 


Mr. Hart: I would hate to say that we should not worry about it. 
On the other hand, Galbraith, I would be rather inclined to say that 
things will not necessarily turn out that way. It is true, if we get 
these very sharp war cutbacks, if we get war production scaled down 
to the absolute minima of military needs, then we may get a very 
sudden dropping-off—more sudden than civilian production can 
take up. But I do not think that it is going to happen like that. 


Mr. KRvEGER: Hart, you have been kibitzing here while Gal- 
braith has been arguing that the main danger has now become defla- 
tion. Do you propose to argue that the inflationary danger con- 
tinues as a substantial one? Let us hear your full case on that. 


Mr. Hart: Let me get it straight. I would not say that Gal- 
braith was wrong in worrying about the possibility of unemploy- 
ment. It would be very irresponsible not to start thinking about how 
we could deal with that situation if it developed. But it seems to 
me that, on the basis of the past record, we are very likely not to 
get such sharp cutbacks—that it is quite likely that civilians will 
_ be willing to spend very freely if things go well. It seems to me that 
it is quite likely that we might get a big speculative bulge of the sort 
we got in 1919-20, after the last war. Actually, we cannot afford 
to overlook, either, the danger that inflation may yet take hold. 


Mr. KrvueceEr: I am afraid that we cannot let you get by with 
such general statements. What makes you think that the war- 
production cutbacks might not be substantial? 


Mr. Hart: Let us look at 1918. When the Armistice came, word 
was sent out that war-production contracts were canceled. In a few 
weeks a lot of those were back on the books. All sorts of tele- 
grams were sent, saying, “Look what you’re doing to our town. If 
you close down that shipyard, it’s too tough.” As a result, we pro- 
duced more war shipping in 1919 than we did in 1918. 
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Mr. GALsraltH: Do I understand that you are recommending 
the continuation of war production as a sort of WPA program? 


Mr. Hart: No, that is not a recommendation; keep it straight. 
Mr. GALBRAITH: [ am sorry. 


Mr. Harr: But I am saying that that is a policy, whether you 
recommend it or not, but I wouldn’t. That is the policy that is likely 
to be adopted, and there is a precedent for it. 


Miss REIpD: But isn’t it true that there has been much more plan- 
ning for reconversion this time than there was in the last war? 


Mr. Hart: Yes, but think how much bigger the reconversion 
problem is and how many more of these cases there will be where 
some town may be left high and dry, so that they will use all the polit- 
ical influence they can bring to bear to get the contracts continued. 


Mr. GaLsraltuH: But isn’t it true that this time we have been 
expecting the end of the war, as Miss Reid says, and that we have 
been planning for it? Last time, the Armistice was signed just as 
the Army was getting its supplies ready for the big spring push that 
was supposed to come off in the spring of 1919. This time, the end 
of the war has been expected and discounted, so that a sharper 
tapering-off would certainly seem to be likely. 


Mr. Hart: On the other hand, you could scarcely have a more 
clear-cut demonstration that we could get on without continuing 
war production than that of the end of the war in November, 1918; 
and yet that demonstration was not enough to stop war production. 


Mr. Krvecer: That is, in 1918, the continuation of war produc- 
tion was less necessary in order to keep people employed than it is 
likely to be at the end of this war. So you would say that the politi- 
cal pressures in favor of continuing war production and not making 
cutbacks are likely to be very, very substantial now? 


Mr. Hart: Again it is a thing that might happen, and when we 
are talking about inflation-deflation problems, we must take it into 
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account. If it happens that war production is continued, as you say, 
as a WPA project, then an inflation problem might very well 
come up. 


Mr. KRUEGER: You were mentioning people’s savings a moment 
ago, Hart. We have discussed that question before on the RounD 
TABLE. How great is this great volume of savings that people have? 
Is it available for people to spend, and are they going to be inclined 
to spend the stuff? 


Mr. Hart: The figure of one hundred and forty billion is a per- 
fectly real figure. Part of that is business funds; there is about a 
hundred billion, though, that consumers have salted away since 
the beginning of 1940. 

If you look at some of the cash figures, they are awfully imposing. 
There is about twenty billion dollars of coin and paper money out- 
side banks, and we are told that consumers, outside of business 
hands, have as much as a hundred dollars apiece in coin and paper 
money, on the average. 

By the way, I am mentioning that currency is that much, but 
currency is really only the small change. For twenty billion dollars 
of currency there were sixty-two billion dollars in checking accounts 
and thirty-five billion dollars of savings. The currency is only about 
a fifth of the collection. 


Miss Rep: Yes. But under what circumstances are people going 
to spend that? 


Mr. KrvueEceEr: Miss Reid, isn’t that your question? You are the 
great expert on consumers here and why they do what they do. 
Under what circumstances will consumers take this money—these 
bonds and bank balances which they have—and go out and spend 
it rather rapidly in the immediate period ahead? You raised the 
question; let us hear your answer. 


Miss Rerp: I do not think that people are going to spend it for 
automobiles and washing machines and things of that sort, about 
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which we have heard a good deal of talk, unless they have security 
for their bread and butter and rent and clothing. 


Mr. GALBRAITH: You think, then, that they are going to be de- 
terred from spending it, Miss Reid, if they find their postwar auto- 
mobile is 35 per cent up in price and their postwar radio 25 per 
cent up? 


Miss Reip: I do not really think that that is going to be as serious 
as the feeling of insecurity in regard to their basic income for their 
necessities—such as food, clothing, and shelter. 


Mr. KRUEGER: Are you suggesting, Galbraith, that after people 
have done without new automobiles and refrigerators and radios 
and vacuum cleaners now for quite a while, when those durable con- 
sumers’ goods (to use our economists’ name for them) come back on 
the market, they are going to come back on the market at prices 
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substantially higher than they were when people last saw those 
things on the market? 


Mr. GarsraltuH: I view this talk of price increases, if not with 
alarm, at least with sorrow. It would be rather nice if we could, as 
quickly as possible, reestablish the doctrine of more goods for less 
money. Perhaps the increase is necessary; I have no judgment on — 
that. 

I would like to ask Miss Reid whether she thinks people have gen- 
erally accepted the notion that they are going to have to pay more 
for these goods after the war. 


Miss Rerp: I do not know what people in general feel about it. I 
do feel that people are very much concerned about their incomes. It 
is partly because they see their standard of living much more in 
terms of their incomes than they do in terms of the separate prices. 

We can look, when we start speculating about what is going to 
happen to the prices of things as they come back onto the market, 
at some of the things that have come back. A few of them, such as 
upholstered furniture, have come back at a considerable increase in 
price, and we are hearing a good deal of talk about the increase in 
price of the automobile. 


Mr. KRvEGER: Isn’t that one of the things people are concerned 
about, Miss Reid, when they argue for the abandonment of the 
Little Steel Formula, or at least raising that 15 per cent limitation 
that there has been on wage increases? They expect that overtime 
and some of their extra pay money is going to disappear from their 
paycheck, and they rather expect that, since prices have gone up 
some, they are likely to go up some more. Therefore, they would 
like to get some of that extra change that they have been getting 
in the form of overtime rates plowed into basic rates before the post- 


war situation really breaks.3 


3 The Little Steel Formula has been used by the National War Labor Board as 
the basis of determining wage changes. The Little Steel Formula was first ap- 
plied in June, 1942, when the WLB estimated that for the period from January 1, 
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Miss Rerp: I do not think that you will find any labor union 
that does not like to increase its wage rates. You can take that asa 
basic explanation of this; that is a major method by which they 
protect the interests of their group. 


Mr. Hart: All this stuff that has been coming up in the last few 
minutes, it seems to me, Galbraith, scores against you as to whether 
there is an inflation danger. One way you can get a rise of prices is 
by a political log-rolling process. 


Mr. KRvEGER: By whom? 


Mr. Hart: Suppose that the price administration cannot prevent 
the durable goods people from bringing in their goods higher; sup- 
pose that we cannot prevent the Little Steel Formula from being 
revised upward, so that we get a rise in wages and a rise in those 
commodity prices, then, the farm people will certainly be inclined 
to say that if the labor people can get more, they can get more. The 
amount of price increase which you can get by different groups’ 
turning on political pressure to get prices raised, therefore, is con- 
siderable. I do not know whether you choose to call that infla- 
tion, but it is price increase. 


Mr. GAtsraltH: I would not discount the danger, but I would 
certainly not choose to call it inflation. 


1941, to May, 1942, the cost of living had increased about rs per cent. Therefore, 
it said that if any group of workers (the formula applies to groups, not to indi- 
viduals) had averaged less than a 15 per cent increase in hourly wage rates dur- 
ing that period, their “established peacetime standards’? had been broken and 
they were entitled to a raise. This policy was reaffirmed in November, 1942, when 
the board again announced that if a group of employees had received increases 
amounting to 15 per cent of their average straight-time rates over January 1, 
1941, further increases would not be granted to correct maladjustments. 

Since this applies to groups of workers, the question of how the lump increase 
will be distributed within the group is determined by collective bargaining with 
the employer if a union is involved. Usually, a flat increase is granted to all, and 
the remaining amount is used to raise the level of the lower-paid workers. Where 
there is no union and no collective bargaining, the allocation is determined by 
the employer and approved by the War Labor Board. 
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Mr. Hart: That gets to be a question of words, but if you are 
worried about whether prices can go up, there is a reason why 
they are likely to. 


Mr. Garpraltu: Isn’t it entirely possible that we could have 
higher prices for automobiles and some things immediately affected 
by the Little Steel Formula at the same time in which we have fall- 
ing prices in other parts of the economy? 


Mr. KRUEGER: That is, you are saying that we can have prices 
for automobiles and for refrigerators, radios, and for some other 
goods—or we can even have wage rates—that are too high relative 
to the general price level, so that we may have what looks to some 
people like inflation in some parts of the country and in some occu- 
pations while in other parts of the country and in some other trades, 
we can have a very substantial amount of unemployment. Is that 
correct? 


Mr. GALBRAITH: But, mind you, I think that that situation 
which you just described is a very unfortunate one. 


Mr. Hart: The wage rates that are directly affected by the 
Little Steel Formula and the prices that are affected by the durable 
goods are just in parts of the economy that are overexpanded in 
consequence of the war. You would probably say that they were 
overpriced. You would say that it was definitely inflationary to get 
price increases in the things that were already overpriced. 


Mr. KRvuEGER: Hart, in making your case for the continuing 
danger of inflation, you have mentioned that the cutbacks may not 
be so substantial; that people may want to go out and spend all 
these accumulated savings rather quickly; that there may be some 
log-rolling by farm and labor and manufacturer groups to get their 
particular prices raised; but you also mention speculation as a 
possible element that might make for continuing price rises. What 
do you mean by that? 


Mr. Hart: I mean the situation where a person goes onto the 
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market to buy something, because he reckons if he waits he will 
have to pay more. If you get a beginning of price increases, when 
people have all this money, they may be awfully inclined to go out — 
and buy things before they get more expensive. We saw that in 1920. 


Mr. KRuEGER: The merchants might also go out to build up in- 
ventories because they expect rising prices. 


Mr. Hart: A lot of them are starting rather short of inventories, 
what is more. 


Mr. GALBRAITH: You are assuming that the price controls are 
going to be junked as part of the victory celebration, are your 


Mr. Hart: I would hate to assume that. On the other hand, the 
Price Control Act comes up for renewal next June. There has been 
some fight over price control, and if we were in a very exuberant 
sort of mood at that time, I do not think that we could throw that 
out as impossible. 


Mr. GALBRAITH: But the last act was extended by a large bi- 
partisan majority, and it was extended not only for the rest of the 
war but for at least the early transition. Americans pretty generally, 
I believe, recognize the importance of price control for the early 
stages of the transition. 


Mr. Hart: If so, it is a safeguard. 


Mr. KRvuEGER: In any case, you seem to be agreed that some 
price-control mechanisms ought to be continued. 

But let me shift you to another type of discussion for the re- 
maining minutes. What kind of policy do we need? You say that 
the danger of inflation is great, Hart; you say that the danger of 
deflation ought now to be taken into account, Galbraith. Is it pos- 
sible to have a set of policies on the part of government that takes 
both those dangers into consideration? 


Mr. GALpraltTH: It is not only possible but it is imperative. On 
taxes, for example. The tax system that we have is not a perfect 
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anti-inflation tax system by a long shot, but it does work against 
inflation. If there is danger of deflation, we need a tax system which 
does not accentuate the danger, as the present tax system would. 


Mr. KRvEGER: Is there any such tax system now planned, so 
that it could quickly be put into operation if prices started to sag 
and a lot of people were unemployed? 


Mr. GALBRAITH: There have been a number of excellent sugges- 
tions, outside of the government—the Committee for Economic 
Development’s proposals, among others. They still have not been 
translated into anything that you could see as law within six, eight, 
or nine months.4 


Mr. KRveEcGER: You would not say, then, that we are prepared on 
the tax field to use taxes to combat deflation? 


4See the September 9, 1944, issue of Business Week (page 16) for a summary 
statement of the main points of the C.E.D.’s tax proposals. 
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Mr. GaLpraltu: I should say that we were very unprepared. 


Mr. Hart: Then there is another field—there is social security. 
We have found ourselves talking a lot in this broadcast about the 
serious danger that markets may collapse, because people will hang 
onto their money because they are scared. Our unemployment in- 
surance system, therefore, which leaves millions of people out in 
the cold, so that they will have to look out for themselves if they 
find they are without jobs, is rather an important factor there. It 
is certainly high time that we tried to extend unemployment cover- 
age. I am not so alarmed as some of the people about the size of 
benefits, but the fact that a lot of people just would not have any 
claim to benefits at all if they lost their jobs hits me pretty hard. 


Mr. KRvueEcEr: If you extend the coverage, then, of the social 
insurance measures, you are saying that people will be more inclined 
to spend accumulated savings. Therefore, the improvement of social 
security will help to combat deflation. Is that correct? 


Mr. Hart: Yes. Further, I do not see why it should do too much 
damage from the inflation standpoint. That is, as Galbraith was 
indicating, we really have the inflation controls that we need, if we 
keep them up. They could absorb probably a little bit of extra will- 
ingness to spend coming out of this source. What we do not have is 
the ability to turn around quickly and face a deflation if that hits us. 


Mr. Krvecer: Is there anything you would add, Miss Reid? If 
you fix the social security proposals and you fix taxation plans so 
so that they can be used rather quickly to combat deflation, what 
else would need to be done? 


Miss Rerp: There is a little tendency at the present time to throw 
rationing out—certain types of food rationing, for example. That is, 
I feel, at the present time, that we need to stick to our rationing. 


Mr. GALBRAITH: You think, then, that the withdrawal of canned 
goods, for example, has been premature? 
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Miss Rem: Yes; and certain types of the meat rationing. 


Mr. KRUEGER: Premature in the sense that you withdraw the 


rationing and that allows prices to go up more rapidly than they 
should? 


Miss ReEmn: It is partly a matter of price increase, and it is partly 
a matter of the difficulties that people encounter in the market—. 
the dissatisfactions that grow out of it. 


Mr. Hart: Which puts them more in the mood to rush onto the 
market if they get a chance. 


Miss RErp: Yes, indeed. 


Mr. KRrvuEGER: What have we heard about public spending 
lately? As it was in the thirties, public spending was used to combat 
deflation. Is that still on your program, Galbraith? 


Mr. GAsralItH: I do not know that I have a program. I think, 
however, if we are going to use fiscal means, we are going to have to 
be prepared. Therefore, we need preparation along that line as else- 
where. 


Mr. KRvuEGER: We seem to be agreed that there has not been so 
much inflation as economists generally expected, but certain dan- 
gers of inflation do remain. There is a large volume of spendable 
savings, which people might rush to spend too rapidly. We may not 
be courageous enough to really cut back war production. There is 
the danger of a speculative boom involving great increases in in- 
ventories. 

But certain dangers of deflation now begin to appear—all of them 
stemming from the great cutbacks in war production—poorer jobs 
for some people at lower rates, no jobs at all for some others, over- 
time disappearing, excess hours disappearing. 

We are not agreed on which of these dangers is the greater one, 
but we do know that the time has come when two sets of policies 
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must be on tap. Once deflation sets in, it is too late to begin planning . 
for it. In taxation, in social security, and in public spending, anti- 
deflation plans must be made now, at the same time maintaining the 
price-control mechanisms as a safeguard against those dangers of 
inflation which are not past. 


a 
The Rounp Taste, oldest educational program continuously on the air, is broad- 
cast entirely without script, although participants meet in advance, prepare a topical 
outline, and exchange data and views. The opinion of each speaker is his own and 
in no way involves the responsibility of either the U niversity of Chicago or the Na- 
tional Broadcasting Company. The supplementary information in this transcript 


has been developed by staff research and is not to be considered as representing the 
opinions of the ROUND TABLE speakers. 
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What Do You Think? 


. In your opinion, is there still a danger of inflation in this coun- 
try? What evidences support your opinion? Has your income 
risen as rapidly as your cost of living? How does your present 
purchasing power compare with that of three years ago? 


. Define the terms ‘“‘inflation” and “deflation”? and outline the 
steps in both a “downward” and an “upward” spiral. 


. What have been the policies and actions of the Office of Price 
Administration? How successful do you feel that they have been 
in your community? In the nation as a whole? What changes 
would you recommend in order to make the price-control and 
rationing program more successful? 


. What is the Little Steel Formula? How successful has it been as 
a wartime wage policy? Do you think that it is time that it was 
abandoned so that wages might now be allowed to increase? 
Would you favor tying wage levels to the cost of living, so that, 
for example, a 1 per cent increase in the cost of living would auto- 
matically mean a 1 per cent wage increase? 


. Do you see any evidences of a deflationary trend? What are the 
dangers of sudden cutbacks in war production and war expendi- 
tures? Do you think that some unemployment is inevitable in 
the change-over period? How might such conditions lead toward 
depression? Do you agree with the argument that wages and 
farm prices should be allowed to rise now in order to offset any 
deflationary trend? 


. How successful, in general, do you think that the present pro- 
gram of stabilization has been with regard to wages, prices, and 
the cost of living? Compare its effectiveness with that of World 
War I. What are the social consequences of an inflation-wrecked 
economy? Of a depression-wrecked economy? 


. Do you believe that present government policies are adequate to 
deal with inflation? Do you agree with the speakers that we have 
not as yet provided the controls necessary for halting any de- 
flationary trends? What program would you suggest with rela- 
tion to taxes, prices, social security, and public works to prevent 
a depression? 


- 


25 


More on This Topic 


FisHEr, Irvine. “Constructive Income Taxation,” Vital Speeches, May 
15, 1944. 


“Hole in Inflation Control,” Business Week, September 30, 1944. Says 
that grain and cotton prices are rising. 


“OPA Price Plan,” Business Week, September 23, 1944. 


“Pay Raises Ahead? Outlook for Workers,” United States News, Septem- 
ber 29, 1944. The arguments advanced in favor of higher wage rates for 
peacetime. 


“Pay vs. Living Costs: Coming Cut in Income,” United States News, 
September 1, 1944. Data on how workers’ wages after overtime pay ends 
will compare with 1939. 


PRINGLE, HEnry F. “‘Sitter-on-Lid,” Saturday Evening Post, March 18, 
1944. A discussion of Economic Stabilizer Vinson’s job in keeping the 
cost of living down. 


“Renewed Drive for Pay Rise,” United States News, September 22, 1944. 
Discusses the arguments for scrapping the Little Steel Formula as an offset 
to deflation. 


SAMUELSON, Paut A. “The Coming Economic Crisis,” New Republic, Sep- 
tember 18, 1944. Argues that the government must have plans to deal with 
both inflation and deflation in the immediate period ahead. 


“Taxes: When Germany Falls,”’ Business Week, September 2, 1944. Says 
that it is not likely that taxes will be scaled down immediately after the fall 
of Germany. 


“Wage Line Falters,”’ Business Week, September 23, 1944. Says that modi- 
fication in the Little Steel Formula seems certain. 


“Wage-Price Climb? Super New Deal in Making,” United States News, 
October 6, 1944. Discusses high incomes for farmers and labor as a basis 
of postwar planning. 


Warne, Cotston E. “Pulling the OPA’s Teeth,” Current History, May, 
1944. A discussion of congressional anti-OPA forces. 


See the current issues of the Monthly Labor Review and the Survey of 
Current Business for material on the cost of living, wage statistics, and 
farm and business conditions. 
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The People Say.... 


The following letters are representative of the views expressed by the 
RounpD TABLE audience on “Britain, America, and the India Ques- 
tion,” broadcast September 24, 1944. 


Anglo-American Decade 


It seems to me that, whether we 
like it or not, the war will indeed result 
in three major powers with their re- 
spective spheres of influence. This will 
not lead to a third world war if the 
British and American empires are 
alert and are willing to come instantly 
to each other’s aid in case of threat- 
ened aggression. The reason will be 
that the two empires will, for a long 
time to come, have more than half the 
world’s potential military power. In 
time, of course, they will decay, but 
this is true of any arrangement that 
will be set up. We are, I think, verging 
on the Anglo-American epoch in world 
history, and there will be a long period 
of Anglo-American world peace with 
more general satisfaction than any- 
thing else that can be hoped for at this 
time.—A Listener from Muncie, In- 
diana. 

*k 


Protest 


As an American citizen who is 
deeply concerned with the enormous 
importance of cultivating cordial rela- 
tions of generous cooperation and sym- 
pathetic understanding of one an- 
other’s problems between ourselves 
and Great Britain and Russia, I wish 
to protest against the lack of good 
judgment and fair dealing in the 
speaker who represented India in to- 
day’s discussion. This point of view 
has notoriously been trying to con- 
vince the American public that the 
British are not acting in good faith in 
in India; in substance, that British 
statesmen, including Cripps, are 
crooks unworthy of confidence. One 


* 
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would naturally expect this sort of 
thing from certain sources in this coun- 
try but not from the RounD TABLE,— 
A listener from Washington, D.C. 


* 
Why Discuss India Now? 


Why in all conscience do you choose 
such a subject in times like these as 
that which I have just heard on the 
Rounp TABLE? We are at war, and 
Britain is our close ally. Why don’t we 
keep our noses out of things which are 
none of our business and especially out 
of those things of which we are in 
dense ignorance? Even if we did un- 
derstand the whole setup in India, a 
half hour’s discussion of it is utterly in- 
adequate and can lead to no good. 
Further, at the end of the broadcast, I 
felt shame that, in my country, on a 
program as prominent as this, a for- 
eign guest should be so shabbily treat- 
ed by another speaker who was so 
loud and cocksure on such a compli- 
cated issue.—A listener from Chicago, 
Illinois. 

* 


A Better Job? 


I listened with interest to your dis- 
cussion today. America is a young na- 
tion and has never had the experience 
of colonization as we, the English, 
have had. What right has Fischer to 
criticize our actions in India? Has he 
ever been there? Does he know what 
he is talking about? He may have been 
there, and he may have talked with 
Gandhi, but words will not supply the 
key to the situation. Mr. Fischer gave 
the impression that it would be better 


if we “got out” of India and left them 
alone. I know what the reaction to that 
would be, and so does Mr. Fischer— 
just one uncontrolled antiracial war 
all on their own. India today owes all 
its prosperity and any other thing it 
ever had from us. Despite the fact that 
“the dollar talks,”’ I defy Mr. Fischer 
or any of his satellites to do a better 
job than His Majesty’s statesmen 
have, and are doing, for India.—A 
listener from Yorkshire, England. 


* 


Leave India Alone 


The English representative men- 
tioned the fact that the Indians are an 
impoverished people. Is it any wonder 
when they are subjected to British 
domination and domination by their 
princes? I agree that if they were left 
alone, the Indians would straighten 
things out.—A listener from Cleveland 
Heights, Ohio. 


* 


Too Outspoken 


I enjoyed the very tactful argu- 
. ments and replies by the British side 
but was not at all impressed with the 
American side. Unfortunately, like 
some other Americans, it was very 
crude and too outspoken—not enough 
finesse.—A listener from Wellesley 
Hills, Massachusetts. 


* 
Very Sharp and Well Chosen 


Throughout the discussion I found 
that Mr. Fischer’s questions were very 
sharp and well chosen. Unfortunately, 
the answers to these in most cases were 
as indefinite as the British policy in 
India. However, they did present an 
interesting argument against the pro- 
tection and defense by imperialistic 
nations of their dominions or colonies. 
That is, it was pointed out that India 
and other such independence-minded 
colonies could be protected by an in- 
ternational order protected by an in- 


ternational police force, thereby mini- 


' mizing the possibility of future con- 
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flicts—A listener from Portsmouth, 
Virginia. 

* 
Enlightening 


I have just heard your RouNnpD 
TABLE discussion on “‘Britain, Ameri- 
ca, and the India Question.” It proved 
to be most interesting and enlighten- 
ing. I would appreciate having a per-. 
manent record of the fine arguments 
presented.—A listener from Lowry 
Field, Colorado. 


* 
Not a Discussion 


In my opinion, today’s program 
was not a round-table discussion but 
rather a very one-sided dissertation. I 
wonder what this same American 
speaker would say if an Englishman 
spent a week in the United States and 
then professed to tell the United States 
what they should do about the Negro 
problem. He would very likely not 
like it. 

How can we ever have a world at 
peace as long as there are people, like 
Mr. Fischer, who have an inherent 
hatred of anything British?—A listen- 
er from New York, New York. 


* 
What about American Affairs? 


Up here in Canada, we are much 
amused with your interference with 
British affairs. What would you think 
if a man from England came over to 
you to protest your treatment of your 
colored peoples? I understand that 
they cannot vote—yes, they have the 
vote, but are prevented from voting. 
Do you punish lynching properly? In 
India, Indians rule under the Viceroy. 
How many of your colored people rule 
in any way?....I really hope that 
you look into your own affairs a little 
more carefully before you set out to 
tell Great Britain how to behave in 
India.—A listener from Niagara Falls, 
Ontario. 


